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REPORT TO THE CONGRESS OF THE UNITED STATES | 


REVIEW OF THE ADMINISTRATION OF GOVERNMENT-OWNED PROPERTY IN Pos- 
SESSION OF DEFENSE CONTRACTORS BY THE COMPTROLLER GENERAL OF THE 
Unrrep STATES 








CoMPTROLLER GENERAL OF THE UNITED SrarTEs, 


Washington, December 3, 1957. 
Hon. Tom Murray, 


Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. CuarrMan: Herewith for the use of your committee is 
a copy of our report to the Congress on the review of the administra- 
tion of Government-owned property in possession of defense con- 
tractors. 

This report shows that there is a lack of coordination among the 
military departments in administering controls over Government- 
owned property resulting in duplication of effort with apparent in- 
creased cost to the Government. 

Because of the importance of this matter in the administration of 


contracts, this report is submitted for your information and any 
action deemed appropriate. 


Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 








LETTER OF TRANSMITTAL 





CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, December 3, 1957. 
Hon. Sam RaysBurn, 
SPEAKER OF THE HovuskE or REPRESENTATIVES. 


Dear Mr. Speaker: Herewith is our report on the review of the 
administration of Government-owned property in possession of 
defense contractors. 

This report shows that there is a lack of coordination among the 
military departments in administering controls over Government- 
owned property resulting in duplication of effort with apparent 
increased cost to the Government. 

Because of the importance of this matter in the administration of 
contracts, this report is submitted for your information and any 
action deemed appropriate. 

Copies of this report are being furnished to the chairmen of the 
Committees on Armed Services, Appropriations, Government Opera- 
tions, and Post Office and Civil Service of the House of Representa- 
tives. 

This report is also being sent today to the President of the Senate, 
and copies are being furnished to the chairman of the Joint Committee 
on Defense Production and the chairmen of the Committees on Armed 
Services, Appropriations, and Government Operations of the Senate. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


v 





REPORT ON REVIEW OF THE ADMINISTRATION OF 
GOVERNMENT-OWNED PROPERTY IN POSSESSION 
OF DEFENSE CONTRACTORS 





The General Accounting Office has examined the administration 
of Government-owned property in possession of contractors under 
various Department of Defense contracts. Our examinations were 
made pursuant to provisions of the Budget and Accounting Act, 
1921 oa U.S. C. 53), the Accounting and Auditing Act of 1950 
(31 U. S. C. 65), and the Armed Services Procurement Act of 1947, 
as ame aah by the act of October 31, 1951 (41 U.S. C. 153 (e)). 

For use in performance under defense contracts, many contractors 
hold in their possession Government-owned property furnished by 
defense agencies. Accountability is usually maintained by each 
agency which has furnished such property and by the contractor who 
has custody of the property. 


Lack of coordination among the military departments in administering 
controls over Government-owned property 


Exercise of separate administration by several agencies of the 
Department of Defense results in a lack of coordination and duplica- 
tion of effort among these agencies and by contractors, and unneces- 
sarily complicates the controls over Government-owned property in 
possession of defense contractors, as indicated by the following: 

1. Several Government property accountability officers, represent- 
ing separate military departments, exercising a similar function of 
administering Government-owned property at the same location. 

2. Contractors submitting to each agency separate reports on 
acquisition and inventories of Government-owned property. 

3. Separate audits and surveys of property management and con- 
trol of the contractor by each administrative agency. 

We have submitted to the Assistant Secretary of Defense (Comp- 
troller) separate reports on reviews of Government-owned property 
in possession of the following contractors: 


Date sub- | Exhibit 





mitted | 

| 
Sperry Gyroscope Co., Great Neck, N. Y | Jan. 6,1955 | A 
American Bosch Arma C orp., Arma Division, Garden City, N. Y. ; July 12,1955 | B 
Columbia University, New York, N.Y. Feb. * 1956 | Cc 
The California Institute of Te chnology, Pasadena, Calif_- 5 hts’ May 8, 1956 | D 
The University of Texas, Austin, Tex. -___.....-..._. 4 ; , Oct. 9, 1956 | E 


In these reports we pointed out that our review in each case indi- 
cated lack of coordination among the various military services resulting 
in increased cost to the Government. 

The replies which we have received from the Department of Defense 
on these reports (see attachments to exhibit F, pp. 19-21) indicate gen- 
eral agreement with our observations and recommendations. 

1 
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Subsequent to submission of our reports on Sperry Gyroscope and 
American Bosch Arma Corp. to the Department of Defense, the 
Armed Services Procurement Regulation (ASPR), appendix B, para- 
graph 202 (b), was revised to read that “‘a single property adminis- 
trator shall be designated for all contracts if mutually agreeable to 
the procuring activities concerned.’ 

However, the related portion of ASPR applicable to Government 
property in possession of nonprofit Nedehch and development con- 
tractors (appendix C) has not been so revised and reads, * * * one 
Property Administrator may be designated * * *.”’ (See exhibit F, 
p. 19.) 

In January 1957 we reviewed again the property accountability 
procedures at the above-cited locations and found that little or no 
actual corrective action had been taken even though 2 years had 
elapsed since the matter was first reported to the Department of 
Defense. In May 1957 we wrote to the Secretary of Defense pointing 
out that effective action had not been taken to eliminate duplication 
of effort and complicated and dissimilar accounting methods for 
Government-owned property at the locations covered by our previous 
reports and requested advice of action to be taken. (See exhibit F.) 

The Assistant Secretary of Defense (Supply and Logistics) informed 
us in a reply dated June 28, 1957, that the five reports mentioned 
in our letter of May 1957 were referred to the military departments 
with a request that a single property administrator be established 
wherever feasible, but the departments have not yet considered single 
property administration fully feasible in the cases we cited. He stated 
further that the Armed Services Procurement Regulation Committee 
is being asked to establish a group to determine how, and to what 
extent, duplication in administration of property in possession of 
contractors can be eliminated and uniformity of procedures can be 
achieved. (See exhibit G, p. 21.) 

Although we have taken the matter up on several occasions with 
the Department of Defense and substantial agreement with the 
principle of coordinated property administration has been expressed, 
we have not received plausible reasons justifying the prolonged delay 
to consolidate the administration of Government-owned property in 
possession of contractors. 

It seems evident that the Department of Defense should require 
the military departments to take immediate steps to put into effect 
the principle of single service administration of Government-owned 
property in the possession of contractors. 











Exuipsit A 


Unitrep States GENERAL ACCOUNTING OFrFicE, Diviston or AUDITS 


Report on Excess Costs or ACCOUNTING FOR GOVERNMENT PROPERTY AT 
Sperry Gyroscope Co., Great Neck, N. Y. 


UnrTep STates GENERAL AccouNnTING Orricre, Division or AvupItTs, 
Washington, January 6, 1955. 
Hon, W. J. McNett, 


Assistant Secretary of Defense (Comptroller). 


Dear Mr. McNett: Enclosed is a report on excess costs incurred in accounting 
for Government property at the Sperry Gyroscope Co., Great Neck, N. Y. 

We will be pleased to discuss our comments with you or members of your staff 
if you so desire. Advise as to action taken with respect to this matter will be 
appreciated. 

Sincerely yours, 
Rosert L. Lona, 
Director of Audits, 


Report ON Excess Costs or ACCOUNTING FOR GOVERNMENT PROPERTY AT 
Sperry Gyroscope Co., Great Neck, N. Y. 


As of September 30, 1953, the Sperry Gyroscope Co. had 156 cost-type contracts 
with the 3 military departments involving estimated costs of $185,692,000 as 
follows: 





| Numberof | Estimated 
| contracts | value 
Satake SS eB a I a 
Air Force an 57 | $34, 819, 000 
Navy ; ‘. 7 137, 321, 000 
Sion <5 pbpmeibs ‘ : 2 ana iat ina clei 12 13, 552, 000 
Total.__- 52: 186 | 185, 692, 000 





In addition, the contractor held 89 fixed-price contracts subject to price redeter- 
mination involving estimated costs of $747,300,000. Performance under Govern- 
ment contracts constituted 96 percent of the contractor’s operations at this plant. 


Lack of coordination among the services in administering controls over Government 
property 

The Department of the Air Force had a staff of seven employees assigned to 
property accountability at the contractor’s plant. The Departments of the Navy 
and Army had separate staffs performing the same duties on a mobile basis. Each 
agency required the contractor to maintain separate records for Government 
property in accordance with its own procedures. 

Interviews were held with responsible contractor personnel and accountable 
property officers of the Air Force and Navy. It was agreed that duplication of 
effort existed and that savings would be effected if one agency assumed property 
accountability funetions for all the Government property. We have since been 
informed that the Department of the Army is relinquishing its responsibility for 
property accountability to the Department of the Air Force, but that the Depart- 
ment of the Navy proposes to continue its own property accountability functions 
and to assign two resident property men to the Sperry Gyroscope Co. operations 
in place of the mobile staff now in use. 

The Department of the Air Force is performing audits of cost-type and price 
redetermination contracts for all services at this contractor’s plant. It is recom- 
mended that 1 department be given responsibility for property accountability 
for all 3 services at this plant as authorized by section 202 (b) of appendix B to 
the Armed Services Procurement Regulations. Further, it is recommended that 
consideration be given to the adoption of a uniform policy of single agency respon- 
sibility for property accountability where multiagency contracting is involved. 


20418—358——2 
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Exuisit B 


UnitTEp States GENERAL ACCOUNTING OFFICE, 
Division oF AUDITs, 
Washington, D. C., July 12, 1955. 
Hon. W. J. McNEIL, 
Assistant Secretary of Defense (Comptroller). 


Dear Mr. McNetu: Herewith is a copy of our report on duplication of account- 
ing for Government property.at American Bosch Arma’ Corp., Arma’ Division, 
Garden City, N. Y. This case is similar to the one reported to you on January 6, 
1955, in connection with which we have advice from the Deputy Comptroller for 
Accounting Policy of action being ta‘cen. 

We will be pleased to discuss our comments with you or members of your staff, 
if you so desire. Ad.ice as to action taken with respect to this matter will be 
appreciated. 

Copies of this report were transmitted today to the Comptrollers of the Army, 
Navy, and Air Force. 

Sincerely yours, 
E. H. Morss, Jr. 
(For Robert L. Long, Director of Audits.) 


REPORT ON DUPLICATION OF ACCOUNTING FOR GOVERNMENT PROPERTY AT 
AMERICAN Bosch ARMA Corp., ARMA Division, GARDEN City, N. Y. 


Four Government property administrators are assigned to control Government 
property at the contractor’s site. One represents the Navy and maintains a 
residency; the other 3 perform their duties on a mobile basis, 1 representing the 
Air Force and 2 representing the Army. We understand that the Air Force now 
plans to establish, in the near future, a residency at the contractor’s site. 

The estimated value of Government property under the control of each of the 
four property officers follows: 


} | 





| 
| | Approx- | Approx- 
| Estimated | Property administra- | imate | imate days 
Military departments value tor duty station distance spent at 
to plant plant per 
(miles) | year 
| | | 
bitline ditt vonage pny $11, 000, 000 | Site- 260 
Air Force... .---- ; : 11, 500,000 | Richmond Hill, N. Y 12 26 
| | Mineola, N. Y-- a3 104 
Army: | 
New York Ordnance District 500, 000 | New York, N. Y-. 30 | 2 
Engineering research, and development 500, 000 | Fort Belvoir, Va------| 250 | l 
laboratories. | 


Total. ..__. Se enue '$23, 500, 000 | gee 2 hoe 


There is an apparent lack of uniformity in the operating practices of the several 
property officers. For example, the contractor is required to submit five copies 
of each property record card to the Department of the Navy, whereas the Depart- 
ments of the Air Force and Army do not receive such copies but instead utilize 
the contractor’s records. The Air Force, on the other hand, requires the con- 
tractor to conform to stricter property storing procedures than the Navy or the 
Army. 

We are of the opinion that the administration of Government property should 
be vested in one property officer. This would result in (1) economy of effort 
and cost savings to the Government due to the elimination of common functions 
and (2) uniform administration and control of property by both the Government 
and the contractor. The contractor agreed with our views, but local property 
officers were not in a position to officially express an opinion on this matter. 

The auditing functions for all military services are vested in the Navy Cost 
Inspection Service at this plant. We recommend that 1 military department be 
given responsibility for the administration of Government property for all 3 
services at this plant, as authorized by Armed Services Procurement Regulations, 
appendix 72, section 202 (b), and that consideration be given to the adoption by 
the 3 military services of uniform procedures for accounting for property at 
contractors’ plants. 
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Exuisit C 


UnrtEp States GENERAL AccouNnTING OFrrFicE, Division or AvuDITs 


REPORT ON REVIEW OF THE ADMINISTRATION OF GOVERNMENT-OWNED PROPERTY 
IN Possession. OF CoLUMBIA UNIVERSITY, New York, N. Y. 


UnitTep States GENERAL ACCOUNTING OFFICE, 
Division oF AUDITs, 


Washington, D. C., February 29, 1956. 
Hon, W. J. McNEIL, 


Assistant Secretary of Defense (Comptroller). 


Dear Mr. MeNetu: Enclosed is our report on review of the administration of 
Government-owned property in the possession of Columbia University, New 
York, N. Y., under various Department of Defense research contracts. The 
report contains our observations on the exercise of separate property accountability 
functions by several representatives of the military departments. A _ similar 
finding with respect to accounting for Government property at the Sperry Gyro- 
seope Co., Great Neek, N. Y., was transmitted to you on January 5, 1955. 

We shall be glad to discuss the report with you or members of your staff, if 
you desire. We will appreciate being informed as to action which has been taken 
or is planned to assure that Government-owned property is controlled in an 
efficient and economical manner. 

Sincerely yours, 
E. H. Morssg, Jr., 
Director of Audits. 


CONTENTS, EXHIBIT C 
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Report ON REVIEW OF THE ADMINISTRATION OF GOVERNMENT-OWNED Prop- 
ERTY IN PossEssION OF CoLUMBIA UNIVERSITY, NEw York, N. Y. 
At June 30, 1955, Columbia University, New York, N. Y., held the following 
Department of Defense research contracts: 


Number of | 





Contracting agency | opencon- | Amount 
tracts 
Department of the Air Force. iI 52 | $5, 622, 901 
Department of the Army . > 35 2, 613, 606 
Department of the Navy 55 | 16, 272, 384 
Total . Ja 142 | 24, 508, 891 


i 


For use in performance under these contracts the contractor had in its possession 
at November 30, 1955, approximately 11,400 items of Government-owned equip- 
ment estimated to have cost in excess of $3,346,000 and about 500 other items of 
Government-owned equipment for which the contractor was not furnished values. 
Each agency individually maintains accountability for the Government property 
under the contracts which it administers. 
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Lack of coordination among the services in administering controls over Government 
property 

Exercise of separate administration by several agencies of the Department of 
Defense results in a lack of coordination and duplication of effort among these 
agencies and by the contractor and unnecessarily complicates the controls over 
Government-owned property in custody of Columbia University, as evidenced by 
the following: 

1. Seven Government property accountability officers exercise the function of 
administering Government property applicable to the contracts. The Air Force 
and the Navy each have an administrator and the Army has five persons each 
separately administering Government property. . 

2. The contractor submits to each agency separate reports of the acquisition of 
Government-owned property and reports of periodic physical inventories. 

3. The Army maintains files of invoices and receiving reports for all Army- 
furnished Government-owned property in possession of the contractor. The 
Navy secures similar documentation on property furnished under Navy contracts, 
and on equipment costing more than $100 it also prepares individual property 
record cards, copies of which are distributed to the property administrator, the 
finance officer, and the contractor. The latter attaches this copy to its regular 
file card previously prepared. 

4. Government property administrators do not maintain dollar controls over 
Government-owned property for which they are accountable nor does the con- 
tractor maintain an aggregate dollar control of the Government-owned property 
in its possession. 

5. Each administrative agency separately surveys the property management 
and control of the contractor. 


Regulations encourage single service property administration 


Appendix C of the Armed Services Procurement Regulation prescribes pro- 
cedures for establishing and maintaining control over Government property 
furnished to or acquired by educational and other nonprofit organizations having 
research and development contracts with the Departments of the Air Force, Army, 
and Navy. Specifically, section 202 (b) provides that ‘‘When a contractor is 
engaged simultaneously in the per‘ormance of contracts for more than one procur- 
ing activity, one property administrator may be designated for all contracts upon 
mutual agreement of the procuring activities concerned.’ In addition, section 
207.1 requires that ‘‘In order to satisfactorily perform work under a Government 
contract, a contractor must maintain adequate control records for all Government 
property, whether furnished to or acquired by a contractor for the account of the 
Government. It is the Government’s policy to designate and use such records as 
the official contract records, and not to maintain duplicate property control 
records * * *,”’ 

However, a single administrator for Government property in possession of 
Columbia University has not been designated nor has duplication of record- 
keeping been eliminated although such would appear to be appropriate under the 
above-cited regulations. 


Agency views regarding single service administration of property at Columbia 
University 

We brought our findings to the attention of the officials responsible for ad- 
ministration of Air Force, Army, and Navy property in the possession of the 
university. Air Force officials commented favorably on the suggestion that there 
should be single service administration of Government property held by the 
contractor under Department of Defense contracts. (See appendix A.) 

Comments received from the five Army contract administrators indicated differ- 
ences of opinion as to the desirability of instituting single service administration 
of Government property in the custody of Columbia University. Although the 
majority of the Army representatives indicated a preference for continuation of 
the current practice of separate property administration by each technical service, 
it appears that they would not be strenously opposed to appointment of a single 
property administrator if such an arrangement would result in savings to the 
Government. (See appendixes B through F.) 

The Navy contract administrator at the Office of Naval Research, New York 
Branch, said that he would not oppose such an arrangement if the instructions 
of the Comptroller of the Navy were modified to permit single service contract 
administration. 

We believe that our findings clearly indicate the need for study of the property 
accountability procedures followed with regard to research contracts with Colum- 
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bia University. We suggest that such an examination be made by the Depart- 
ment of Defense with a view toward applying the single service administration 
provided for in the Armed Services Procurement Regulation. 





APPENDIX A 


Arr Force CamBrinGe Research CENTER AND 
Arr RESEARCH AND DEVELOPMENT COMMAND, 
Cambridge, Mass., July 15, 1955. 
Unirep States GENERAL ACCOUNTING OFFICE, 
REGIONAL AvpiT OFFICE, 
New York, N. Y. 
(Attention: Robert Drakert, Regional Manager.) 

GENTLEMEN: Thank you for your letter of July 1, 1955, relative to property 
accountability at Columbia University. The logie of having 1 property adminis- 
trator instead of 9 at the university is convincing. It would also seem that the 
agency handling the greatest volume of contracts should administer the property. 

For poe information and guidance in this respect, the following information is 
supplied. 

The property administrator at this center is assigned 36 research contracts with 
Columbia University including teachers college. This number amounts to 36 
percent of all research contracts with Government agencies at Columbia. The 
dollar value of these contracts is approximately $5 million; the value of Govern- 
ment property involved, approximately $500,000. 

In addition, it is our understanding that Air Materiel Command is in the process 
of writing a facilities agreement with Columbia in support of the activities at the 
Electronics Research Laboratories. Property administration for this facility 
contract will also come under the cognizance of this center. 

The property administrator at this center is in complete accord with the theory 
of single service administration of Defense Department contracts; however, it 
must be pointed out that there now appears to be several differences in the interpre- 
tation and implementation of appendix C among the services. For example: 
Army requires monthly reports of purchases of nonexpendables from the con- 
tractor; Air Force feels that this is duplicating records and does not require 
monthly reports. Navy supplies tags for plant equipment; Air Force allows con- 
tractor to use own system of identification and marking as long as it conforms to 
the requirements of the manual. Navy property personnel maintain card 
records of plant equipment; Air Force feels that this defeats the purpose and intent 
of the manual with regard to duplication of records. 

It is felt, therefore, that much must be done in the way of coordination before 
any definite action can be taken in this direction. 

Since any final decision as to Air Force policy in this matter must ultimately 
come from our headquarters, we respectfully refer you to the Chief, Property 
Control Branch, Directorate of Procurement at ARDC, Headquarters, Baltimore, 
Md., for any further information you might desire. 

Sincerely, 
WituramM J. IRwIn, 
Director of Procurement. 


APPENDIX B 
Jury 13, 1955. 
Mr. Rospert DRAKERT, 
United States General Accounting Office, 
Regional Audit Office, New York, N. Y. 

Dear Mr. DRakeErt: Reference your letter of July 1, 1955, concerning the 
district property accountability responsibility. 

Columbia University has 39 contracts with the Navy, 25 with the Air Force, 
and 36 with the Atomic Energy Commission. The district has nine contracts 
but has no knowledge of the number Columbia has with the other Army technical 
services, or with the Public Health Service. 

At present there is no resident property administrator of any service at Columbia 
and whether there is a sufficient workload to justify one is unknown. 

Vital to district operations are reports on status of property and audits of the 
property records from 2 to 3 times a year and on completion of a contract. More- 
over, property of the Ordnance Corps as well as that of other technical services 
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within the Army and the other Armed Forces in the Department of Defense are 
technically different. This is probably true of the property of the Atomic Energy 
Commission and the Public Health Service. Therefore district: policy has been 
to dispatch an assistant property administrator to the contractor’s plant. 
Sincerely yours, 
JoHn W. GRAHAM, 
Li. Col, Ord C., 
Deputy District Chief. 


APPENDIX C 
Juny 15, 1955. 
UniTEep States GENERAL ACCOUNTING OFFICE, 
REGIONAL AvpIT OFFICE, 
New York, N. Y. 
(Attention: Mr. Robert Drakert, Regional Manager.) 

GENTLEMEN: With reference to your letter of July 1, 1955, regarding the 
possibility of assigning property accountability and property administration to 1 
specific agency on contracts with Columbia University, this command has, at the 
present time, 3 active contracts with Columbia University. 

This command has no objection as to transfer of property administration and 
accountability for these contracts to one property administrator and/or pre- 
dominating agency. 

As administration of these contracts and payment of invoices rendered by 
Columbia University would be retained by QMR&D Command at Natick, some 
system as to signoff on public vouchers for property acquired by the contractor 
would have to be initiated. This might be accomplished by having the property 
administrator initial or sign certification on reverse side of vouchers prior to 
submission by contractor for payment and final certification of the contracting 
officer. 

As previously stated, this command will cooperate in any way necessary to 
bring about the resulting efficiencies and economies by consolidated control of 
Government property functions, 

Sincerely yours, 
CLARENCE G. ADAMS, 
Major, OMC, 
Chief, Purchasing and Contracting Office. 


AppenpIx D 
Juty 15, 1955. 
Unitep States GENERAL ACCOUNTING OFFICE, 
REGIONAL AuDIT OFFICE, 
New York, N. Y. 
(Attention Mr. Robert Drakert, Regional Manager.) 

GENTLEMEN: Reference is made to letter your office dated June 30, 1955, in 
connection with the present review of Government contracts with Columbia 
University and the suggestion of establishing one property administrator to 
administer contract property articles for all services. 

Since the small number of contracts administered by this office would not 
warrant assignment of a resident property administrator it is thought that other 
services may consider it desirable, which in the opinion of this office would result 
in savings to the Government; accordingly, the transfer of administration to a 
resident property administrator is concurred in. 

In the event a residency cannot be established this office does not concur in 
such transfer due to its close proximity to the contractor’s plant site and the 
necessity for accomplishing field visits to other contractor’s plant sites in this 
immediate area. It will be noted that no purpose would be served since field 
visits would of necessity have to continue in the area and the transfer of property 
administration would not result in savings to the Government. 

Very truly yours, 
Ou L. BELL, 
Lt. Colonel, SigC, Commanding. 
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APPENDIX E 
Juty 11, 1955. 
Subject: Columbia University Contraets with Chemical Corps. 
To: United States General Accounting Office, Regional Accounting Office, 346 


Broadway, New York 14, N. Y. Attention: Mr. Robert Drakert, Regional 
Manager. 


1. Reference General Accounting Office letter dated July 1, 1955, requesting 
comment concerning the appointment of a single property administrator to 
function for all Government agencies having contracts with Columbia University 
rather than a number of separate administrators. 

2. In the performance of R&D contracts this Office has found that the utiliza- 
tion of a research property administrator handling several hundred Chemical 
Corps contracts who is located in the same office as the contracting officer results 
in— 

(a) More efficient administration of Government-furnished and contractor- 
acquired property. 

(b) A lesser number of problems causing delay or errors in handling of 
property. 

(c) More rapid closing of contracts on completion of services. 

3. In the opinion of the contracting officer, the net effect of such a change 
would be an increase in cost to the Government because the transfer of respon- 
sibility from this office to an all-service property administrator would not result 
in savings which would permit reduction of personnel cost at this office. 

4. While this office would prefer to continue under its present system, in view 
of the expressed policy of Department of Defense, this office will interpose 
no objection to the appointment of an “all-service’’ property administrator. 


Davin D. Hutsery, 
Lt. Colonel, Cml C, Commanding. 


APPENDIX F 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SURGEON GENERAL, 
Washington, D. C., July 18, 1956. 
Unitep States GENERAL ACCOUNTING OFFICE, 
REGIONAL AvpiT OFFICE, 
New York, N. Y. 

GENTLEMEN: Receipt is acknowledged of your letter of July 1, 1955, regarding 
administrative controls exercised by this office over Government property fur- 
nished or acquired under the terms of medical research contracts with Columbia 
University. 

The administration of all phases of medical research contracting between the 
Office of the Surgeon General and education institutions is under the central 
control of our Washington, D. C., office inasmuch as the total volume of such 
contracts has not made decentralization feasible from either a technical or econom- 
ical standpoint. 

It must be assumed that, should this office avail itself of the services of another 
agency to police the property administration of its contracts at one institution, 
then it would, of necessity, be required to render similar service on reciprocal 
basis to other agencies when it held the predominate number of contracts at any 
single institution. The volume of medical research contracts at any one institu- 
tion is not sufficient to warrant the employment of resident administrators, 
Accordingly, we are not in position to offer reciprocal service. 

This office presently administers its control of research contract property under 
applicable provisions of appendix C, section XIII, ASPR, and utilizes the cen- 
tractor’s records as the official records for property where the contractor’s account- 
ing system is deemed adequate. Further, it is felt that the very nature of medical 
research and the property incident to the performance thereof is of such specialized 
technical nature as to make the delegation of its control inadvisable. Accordingly, 
the Army Medical Service does not feel that any tangible benefits will be derived 
from participation in the proposal set forth in your letter. 

Sincerely yours, 
F. S. TARANTINO, 
Captain, MSC, 
Research Property Officer. 
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Exuisit D . 


Unitep States GENERAL AccoUNTING OFFICE, 
DEFENSE ACCOUNTING AND AvuDITING DIVISION, 
Washington, D. C., May 8, 1956. 
Hon. W. J. McNett, 
Assistant Secretary of Defense (Comptroller). 


Dear Mr. McNett: The General Accounting Office has recently completed a 
review of certain operations under various Government contracts with the Cali- 
fornia Institute of Technology, Pasadena, Calif. Our review disclosed that there 
is a lack of coordination among the services in administering controls over Govern- 
ment property. Further, our review indicates that there is an apparent lack of 
consistency in the policies of the military services with regard to the payment of 
special pay allowances. Below we have presented the details of these matters. 


Lack of coordination among the services in administering controls over Government 

property 

There appears to be duplication of effort by the military services in accounting 

for Government property acquired by the contractor. Seven property adminis- 
trators, each representing a different military agency as indicated below, have been 
delegated property accountability at Cal-Tech on a nonresident basis: 
Army: 

Ordnance Corps 

Office of the Surgeon General 

Quartermaster Corps 
Navy: 

Office of Naval Research 

Bureau of Yards and Docks 

Bureau of Ordnance 
Air Force: 

Air Research and Development Command 


Records of Government property are maintained by the contractor. It is the 
duty of each property administrator to determine the adequacy of the contractor’s 
system of accounting for such property, and to review the property records. In 
addition, records maintained for each property administrator are reviewed by 
auditors of the respective departments, which may result in further duplication 
of effort. 

It appears that the consolidation of property accountability responsibility in 
.one of the military departments at this location would result in savings in both 
salaries and travel expense, with no lessening in the protection of the Govern- 
ment’s interests. We recommend that one department be given responsibility 
for property accountability for all the military services at this plant as authorized 
by section 202 (b) of appendix C to the Armed Services Procurement Regulation. 

In reply to our report of February 29, 1956, concerning property accountability 
at Columbia University (B—118684), we are pleased to note that the Assistant 
Secretaries of the military departments have been requested to assign a single 
property administrator. 


Apparent inconsistency in payment of special pay allowances 

The contractor was reimbursed under Ordnance Corps contract DA—04—495- 
ORD-18 for special pay allowances paid to employees permanently assigned to 
the White Sands Proving Grounds, N. Mex. The employees receive per diem 
for not to exceed the first 90 days of their assignments and thereafter receive a 
special pay allowance of $200 per month. These allowances result in payments 
of over $6,000 a month. The procedures under which the payments are made 
were approved by the administrative contracting officer. 

The Department of the Air Force has apparently determined that such special 
allowances are not required, and AF Procurement Circular No. 10, dated Novem- 
ber 9, 1954, provides for the elimination of ‘“‘incentive pay and excessive per diem”’ 
for work or services at all Air Force test bases under Air Force contracts. We 
recommend that the Department of Defense consider establishing a uniform policy 
with regard to special pay allowances for application by all military services. 

We will be pleased to discuss our comments with you or members of your staff 
if you so desire. Advice as to action taken with respect to these matters will be 
appreciated. 

Very truly yours, 
LAWRENCE J. POWERS, 
Director, Defense Accounting and Auditing Division. 
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Exurisit E 


Unirep States GENERAL AccouNnTING OrFrice, Drerense ACCOUNTING AND 
AvupbITING DIVISION 


Report ON REVIEW OF THE ADMINISTRATION OF GOVERNMENT-OWNED PROPERTY 
IN PossEssioN OF THE UNIverRstty oF Texas, AusTIN, TEx. 


Unitep States GENERAL ACCOUNTING OFFICE, 
DEFENSE ACCOUNTING AND AvuDITING Drtvtsion, 


Washington, D. C., October 9, 1956. 
Hon. W. J. McNett, 


Assistant Secretary of Defense (Comptroller). 


Dear Mr. McNett: Herewith is our report on review of Government-owned 
roperty in the possession of the University of Texas, Austin, Tex., under various 
epartment of Defense research contracts. The report contains our observations 

on the exercise of separate property-accountability functions by several repre- 
sentatives of the military departments. 

We understand that your office has under review the problem of coordinating 
administration by the military departments of Government property in possession 
of contractors, and we are submitting the enclosed report for your consideration 
in connection with this review. 

We would appreciate receiving your comments on the feasibility of single-agency 
property administration at the University of Texas. We will be happy to discuss 
our report with you or members of your staff, if you desire. 

Sincerely yours, 
LAWRENCE J. Powers, Director. 


APPENDIXES, EXHIBIT E 


Air Force 
A. Letter dated April 13, 1956, from San Antonio Research and Development Procurement Page 
Office. .....- ne Ws ail dadui daw dhbadghhane Pu ils dibdveubeedee bhAMcsh Jp ctattheae 12 
Army: 
B. Letter dated April 17, 1956, from Quartermaster Research and Development Center-___-_.- 13 
C. Letter dated April 20, 1956, from St. Louis Ordnance District-._-- nt oa 14 
" DD. Letter dated April 13, 1956, from district engimeer_._....................-..----.----- caaaen 16 
Navy: 
FE. Letter dated April 9, 1956, from Office of Naval Research. --___............-....--- 5 hea eemnest 16 
F. Letter dated April 20, 1956, from Assistant Inspector of Naval Material_..................--- 18 


Report ON REVIEW OF THE ADMINISTRATION OF GOVERNMENT-OWNED PROPERTY 
IN POSSESSION OF THE UNIVERSITY OF Texas, AUSTIN, TEX. 


At December 31, 1955, the University of Texas, Austin, Tex., held the following 
Department of Defense research contracts: 








Number of | 
Contracting agency | open Amount 
contracts | 
Depertuwentiof the. Air Force. . 5... oe iia ctts be anci conga 20 | $7, 185, 322 
Denartwietit OF t66 ASW cas < ena ce ohucnnsspersancneseeeneeieenaeaneaee 9 | 550, 922 
Department of the Navy---- sw jon tama sltratw-arsidin ts mmaniinianaaa aaa 16 | 2, 639, 497 
THEE 4. che Shickc’ beanie ue Ade pitied aia eee 45 | 10, 375, 741 


The contractor had in its possession at December 31, 1955, approximately 
4,700 items of Government-owned equipment estimated to have cost about 
$1,370,000. Of this equipment 2,200 items, valued at about $597,000, were 
acquired for use on contracts that had expired prior to December 31, 1955. Each 
agency individually maintains accountability for the Government-owned property 
under the contracts which it administers. 

There appears to be a lack of coordination and a duplication of effort among 
the several agencies of the Department of Defense in accounting for Government- 
owned property held by the University of Texas, as evidenced by the following 
comments: 

1. Six Government property accountability officers exercise the function of 
administering the Government property indicated above. The Navy and the 
Air Force each has 1 and the Army has 3 property accountability officers on a 
nonresident basis; the Navy also has 1 on a resident basis. 
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2. The contractor is required to submit various acquisition reports on contractor- 
acquired property to certain of the agencies. 

3. Records of Government property are maintained by the contractor on all 
nonexpendable property acquired under the contracts. In addition, the Army 
maintains files of acquisition documents plus property record cards in some 
instances. The Navy secures similar documentation, and on equipment costing 
more than $100 property cards are prepared in quintuplicate for distribution to 
the various levels of command and to the contractor. 

4. The majority of the property administrators make an independent survey 
of the property management and control procedures of the contractor. 

Comments as to the feasibility and desirability of designating a single-service 
property administrator were solicited from officials responsible for administration 
of Air Foree, Army, and Navy property in possession of the university. 

The Air Force administrator indicated that a single-service property adminis- 
trator might be feasible, desirable, and more economical to the Government, pro- 
vided all agencies were governed by, and limited to, one set of regulations and 
property control procedures. (See appendix A.) 

Army officials commented favorably on the suggestion to designate a single- 
service administrator of Government property held by the university, provided 
there is written determination as to specific regulations governing the records to 
be maintained by the one property administrator. (See appendixes B through D.) 

Comments were received from only one Navy property administrator who 
indicated that consideration had been previously given to this subject, but after 
careful evaluation it was determined that the disadvantages outweighed the 
advantages. 

Of the five disadvantages and problems enumerated, we noted that three would 
apparently be eliminated by providing one set of regulations governing the pro- 
cedures to be followed and the records to be maintained by a single-service prop- 
erty administrator. (See appendixes E and F.) We therefore recommend that 
a study be made of the property accountability procedures followed in connection 
with research contracts with the University of Texas and that consideration be 
given to establishing single-service property administration as provided by 
appendix C, section 202 (b), of the Armed Services Procurement Regulation. 





APPENDIX A 


Apro Mepicat Researcw Contracts Drvision, 
San Antonio R&D PROCUREMENT OFFICE, 
Arr RESEARCH AND DEVELOPMENT COMMAND, 
Ranvo.tpw Arr Force Bass, 
Randolph Field, Tex., April 13, 1956. 
Subject: Property Accountability at the University of Texas. 
To: United States General Accounting Office, Regional Audit Office. Attention: 
RSH-FO, 1114 Commerce Street, Dallas, Tex. 

1. Reference is made to your letter dated April 5, 1956, addressed to this office. 

2. In regard to designating a single service property administrator for all 
Government-owned property held by the contractor under Department of Defense 
contracts, this office is of the opinion that until such time the Air Force, Army, 
and Navy are governed by the same property control procedures, this would be 
undesirable. For example, the Air Force is governed by appendix C, ASPR, for 
control of Government property in the hands of the contractor. The Navy 
Bureau of Ordnance requires records be kept by their cognizant property adminis- 
trator in accordance with appendix C, ASPR, plus additional controls set forth by 
the Bureau of Ordnance. This office is unfamiliar with any other differences in 
property-control procedures within the Department of Defense but assumed the 
same differences exist between other Army, Navy, and Air Force sponsoring 
agencies. 

3. If Government property on all research contracts under the Department of 
Defense were governed by, and limited to, one set of regulations, this office believes 
one property administrator for all research contracts at the University of Texas 
might be feasible, desirable, and even more economical to the Government. 

4. The following comments are made in regard to second paragraph of referenced 
letter: 

a. Reference section (1): No documents are received by this office to evidence 
receipt by the contrator of contractor-acquired property. An Air Force Form 
104B or other equivalent document is usually received by this office to evidence 
receipt by the contractor of Government-furnished property. 
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b. Reference section (2): No property record cards are kept by this office on 
Government-owned property. Annual inventories are received by this office 
listing nomenclature, quantity, and monetary value of each item. hese inven- 
tories are usually limited to property defined in appendix C, ASPR, as real prop- 
erty, plant equipment, minor equipment, and special tooling. 

c. Reference section (3): Acquisition cost of all Government property is re- 
quired on interim inventories. his office maintains no control over the amount 
spent for property used on researeh: contracts. 

d. Reference section (4): Surveys are made of contractor’s property control 
system and its application to Government property by the property administrator 
or his authorized representative. These surveys were made twice a year in the 
past, but due to the more favorable location of the newly appointed Air Force 
property administrator, visits will be made approximately once a month. 

e. Reference section (5): At this time it would be impossible for the property 
administrator to submit a list of all Government-owned property at the University 
of Texas as of December 31, 1955. The attached list and date last inventory 
was received is the best information that can be furnished, 


Russet P. Swaney, 
2d Lt. USAF, Property Administrator:: 











Contract No. Items Value Date 

AP Ge Ve bio era oh nhc cndicancobccy sinh awowkue eens maken ees 14 $8, 037.38 | Jan. 30, 1956 
BP BD Ce as Snide dis £8 eek ides ane eeaiehvb ia 47 3, 294.30 | June 1, 1955 
AF 41 (657)-35 ......_. in tele shown ceaniea nen deine en 1 400. 00-|- Mar. 29, 1956 
AF 18 (600)-618__......._.____. i ee Sone 4 56.42 | June 1, 1955 
AF 18 (600)-916 ___._. : er eee pack ; | 2 236. 00 Do. 
AF 18 (600)-933 _........_- obese Dundee one raha ad eee Os .c.2 ac eee Do. , 
SE We Ce ei inge omere os twe +n ws ove ecceusndeude utente | 5 ED oF ah my 
AF 33 (616)-2673 ___._- ud See etek Dame deta pean e 20 4, 752. 62 — 1, 1955 
p3¢ f REeceeips ee Gere ae eee ee j 208 42,165.23 | July 1, 1955 
BF We Ge a onde dk vnc os one avcnb bnkb ao eetideees nee 20 7,013.34 | Jan. 3, 1956 
BP UE BOI ert bre scones se Attained dete adsiy het itera 17 14,491.27 | Feb. 24, 1955 
AF 33 (616)-2290 _.__- : ee Fiorentina 51 10, 338.13 | June. 1, 1955 
AF 33 (616)-313 = Sst aL teeeaee i: Soule 108 | 39, 150. 33 Do. 
AF 33 (616)-2423 _. i cee a \ ete ti wiie tial 15 1, 837.82 | Apr. 1, 1956 
AF 18 (600)-113 onl 17 4, 861.76 | May 31, 1955 
Peck Leer ee hn) 6 1, 954. 59 Do. 
AF 33 (616)-2842 4 530. 7. Feb. . 1, 1956 
ALP FP GREE ow donate Kocdecnbdsined sinh LS 1, 062 248, 267.85 | Apr. 1, 1955 
Be Or CI on kers nic donne cecceeanmaiinadian seeauaee a rt Mar. 8, 1956 
AF 33 (038)-20681 9 38, 748.98 | Mar. 26, 1956 
AP OB GOetrUNS qn een cc eee ii ak 329 38, 029.34 | June 1, 1955 
SF Fh skits les 3 hh enki stn gaunt i scdcame ee () 32,000.00 | Apr. 1, 1956 

Total 1, 925 496, 166. 11 A 











! Facility contract. 


AppENDIx B 


HEADQUARTERS QUARTERMASTER RESEARCH AND 
DEVELOPMENT COMMAND, 
QUARTERMASTER RESEARCH AND DEVELOPMENT CENTER, 
Unirep Sratres Army, 
Natick, Mass., April 17, 1956. 
Property Accountability at University of Texas. 
Unitep States GENERAL ACCOUNTING OFFICE, REGIONAL AvuDIT OFFICE, 
Dallas, Tez. 
(Attention: Mr. H. P. Batchelder, Regional Audit Manager.) 

GENTLEMEN: With reference to your letter of April 5, 1956, regarding the 
feasibility of designating a single service property administrator for all Govern- 
ment-owned property held by the subject contractor under the Department of 
Defense contracts and secondly, the procedure for controlling and accounting for 
Government property in the possession of the University of Texas, the following 
is in answer to your question: 

This command is currently administering 3 contracts, Nos. DA-19-129-QM 
150, DA-19—-129-QM-287, and DA-19-129-QM-433, with the University of 
Texas of which 2 contracts are estimated to be completed by December 1956 
and 1 contract by September 14, 1956. This command has ro objection to the 
designation of a single property administrator to handle property administration 
on any new QM R&D contracts with the University of Texas. 


Subject: 
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It would not appear feasible, however, at this time, to transfer property adminis- 
tration on our current contracts due to the short period of completion time and 
the resulting transfer of property documentation to the single service property 
administrator. 

1. Property jacket folder is established by this command for each contract with 
University of Texas and the attached form QMRD 79 (exhibit 1) and form 
DA-—450—5—C (exhibit 2) are used for contractor acquired property and Govern- 
ment furnished property. 

2. Property Record Card Form DA 27 (exhibit 3) is used for posting of individ- 
ual items of Government property that is in the possession of contractor. 

3. Dollar controls are maintained, and all items priced on property furnished 
by the Government or property acquired by the contractor. 

4. Prior to award of contracts, a determination is made that the contractor’s 
property management or control procedure is adequate for controls of property; 
this determination, in many cases, is based on a prior experiencing factor involving 
prior contracts with subject contractor and therefore would not necessitate a 
separate sirvey being made. 

5. Dollar value and items of Government-owned property as of December 31, 
1955. 


| Total value, | Total items, 


\Government-| Total value, | nonexpend- 
Contract No. | owned prop- | expendeble ables 
erty, non- property | property 


expendable 


| 
$$ — - SS 


DA-19-129-QM-150 \ $9, 250. 73 $7, 641. 06 | 9! 
DA-19-129-Q M -287 (through voucher No. 4) : 236. 11 | 0 
DA-19-129-Q M-433 > Ss 45. 80 5, 745. 60 | 2 


If any additional information is desired regarding the above, please feel free to 
request it. 
Very truly yours, 
NorMAN H. Burrows, 
Property Administrator. 


APPENDIX C 
ApRIL 20, 1956. 
UnitTep States GENERAL ACCOUNTING OFFICE, 
Dallas, Tez. 

(Attention: Mr. H. P. Batchelder, Regional Audit Manager.) 

GENTLEMEN: Reference is made to your letter dated April 5, 1956, subject 
Property Accountability at the University of Texas, which was directed to the 
Dallas regional office of this district. The information listed on the enclosure is 
furnished in response to the inquiry contained in the aforementioned letter. 

It is the opinion of this office that the designation of one property administrator 
for all Department of Defense contracts, involving Government-owned property 
held by this contractor, would be feasible and desirable provided that— 

1. All procuring activities involved are agreeable. Such arrangements for 
ordnance contracts, however, must also have the approval of the Chief of 
Ordnance. 

2. The property administrator selected is geographically located in the 
proximity of the contractor so that he may readily perform the administra- 
tion of these contracts. If the volume of all property warrants, and provided 
the contractor has space available, perhaps the administrator’s full time 
could be spent at the university. 

3. The procuring activity, from which the administrator is selected, will 
fund this position and provide any personnel space necessary. (At this time 
this district does not have the funds or personnel space for such allocation.) 

4. Each procuring activity involved is permitted to direct and/or assist 
the administrator in property accounting matters peculiar to each activity. 

5. There is written determination as to the specific regulations applicable 
to the records to be maintained by this one administrator since Ordnance has 
other regulations further implementing appendix C, ASPR XIII, and the 
other activities apparently do not. 
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6. This change would inelude all contracts under administration by this 
district, but that the official property records on contract DAI-—23-—072-501-— 
ORD-(P)6 continue to be maintained by the Government, in this case, the 
new property administrator. 

Upon receipt of further information from your office indicating that the other 
activities concur in this proposal, appropriate request will be forwarded the Chief 
of Ordnance for the necessary approval with respect to the Ordnance contracts. 

For the Commander. 

Sincerely yours, 

J. M. Exuts, Property Administrator. 





INFORMATION PERTAINING TO ORDNANCE CoNntTRACTS WITH THE 
UNIVERSITY OF TEXAS 


I. Types of contracts with University of Texas which are administered by the 
St. Louis Ordnance District and their dates of expiration are: 

D AI—23-072-501-ORD-—(P)6—Fixed price with price redetermination— 
Expires August 31, 1956 

D A-—23-072-—O R D-685—-Cost reimbursable— Expires August 31, 1956 

D A-23-072—0 RD-763—Cost reimbursable—Expires June 30, 1956 

D A-—23-072-0 R D-774— Cost: reimbursable— Expires August 31, 1957 

D A-23-072—-ORD-795— Basic agreement—Indefinite 

II. Disposal of any Government-owned property is made at the direction of 
this office, which also prepares appropriate documents therefor. Receipts Army 
shipping documents are furnished the property administrator for Government- 
furnished property. Materials acquired, and charged as a direct cost to a cost 
type contract, are identified as materials and listed on public voucher form 1035 
by the contractor’s voucher number. No separate documentation on these 
charges is furnished the property administrator, but extracts thereof are made 
from the file of the disbursing officer for checking against the official property 
records. In accordance with the contractor’s accounting procedure, such charges 
are fully substantiated in the official records. 

a. The official property records for the fixed price contract listed above are 
maintained by the Government. This office receives receipted Army shipping 
documents, in addition to forms DD 250 for any capital equipment acquired for 
Government account, and prepares all documents affecting disposal of Govern- 
ment property. Direct material charges are not reported as such since pay- 
ments are made on the basis of reports submitted by the contractor. 

III. Stock record eards are maintained by this office on only contract DAI-— 
23-072-501-ORD-(P)6 for all items of Government-owned equipment under 
that contract. Documentation on the cost reimbursable contracts is as outlined 
in paragraph II above, except that a copy of form DD 250 is maintained for 
equipment and, in addition, a receipted document for transfer from prior contracts 
of any Government-owned property. 

IV. This office maitains no ledgers on the dollar value of this property nor is 
any such control contemplated by ASPR; however, the values of all items appear- 
ing on the official and control records are reflected thereon. 

V. It is assumed that the econtractor’s procedures, as reported to this office are 
up to date. Audits of the official property records are performed as frequently 
as possible—generally semiannually by the property administrator. 

VI. Total dollar value and approximate number of items of Government- 
owned equipment in custody of contractor: 








Estimate of 


Contract | Pieces Value —— 
charges 
D AI-23-072-501-ORD-(P) 6_- 12 $4, 983. 27 | __ sult 
DA STR MOON ori oe biecess, 3 163880 0d atone eos itn: ase ; $2, 589. 28 
DA-23-072-ORD-763_............_- ee ee 4 115. 18 | 6, 945. 44 
DA-23-072-ORD-774__..________- gills So et eM SN | 3 389. 67 | 1, 591.00 








! Estimated at inception of contract but not necessarily acquired and/or charged as a cost under these 
contracts at this time. 
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ApPENDIx D 
AprRIL 13, 1956. 
Subject: Property Accountability at the University of Texas. 
To: United States General Accounting Office, Regional Audit Office, Dallas, Tex. 
Attention: Mr. H. P. Batchelder, Regional Audit Manager. 

1. Reference your letter, subject as above, dated April 5, 1956. The following 
paragraphs are keyed to those contained in the referenced letter. 

(1) The contracting officer has waived the requirement that the contractor 
furnish the property administrator with a copy of each acquisition document 
covering contractor-acquired property. The property administrator receives 
copies of acquisition documents for other Government-furnished property, counter- 
signed by the contractor’s representative. The particular contract under which 
the undersigned acts as property administrator has had no disposition of Govern- 
ment-furnished property. However, at the time disposition is effected, the 
contractor will be required to furnish appropriate notification to the property 
administrator. 

(2) The property administrator does not maintain property record cards for 
Government-owned property in custody of the contractor. A copy of each debit 
document is on file in the property administrator’s records, with the exception of 
debits covering contractor-acquired property. 

(3) In view of the fact that Army shipping documents covering Government- 
owned property are required to be priced, it may be said that a certain amount of 
dollar controls are maintained. 

(4) The contractor was required to submit a written detailed property control 
procedure at the inception of the contract. A copy of this procedure is on file 
in the property administrator’s records. 

(5) At December 31, 1955, the undersigned was acting as property admin- 
istrator under one contract at this installation. This contract had a total of 36 
items considered Government-owned property. These items had a total value 
of $5,799. 

2. In connection with designating a single service to act as property adminis- 
trator for all Department of Defense contracts, the undersigned property admin- 
istrator concurs in the suggestion. It is reeommended that a joint conference of 
all property administrators at this facility be arranged to discuss the problems 
involved, work out appropriate solutions, and effect such a consolidation. It is, 
of course, necessary to have the prior concurrence of the respective contracting 
officers in this connection. 

3. Upon presentation of the required security clearances, the undersigned is 
available in room No. 1, 100 West Vickery Boulevard, Forth Worth, Tex., to 
discuss in person any other details pertaining to the contract for which he acts as 
property administrator. 

For the District Engineer. 

Joun E. HARNAGE, 
Property Administrator. 


APPENDIX E 


DEPARTMENT OF THE Navy, Orrice oF NAavAL RESEARCH, BRANCH OFFICE, 
Cuicaco, ONR Resipent REPRESENTATIVE 


UNIVERSITY OF TEXAS, 
Austin, Tex., April 9, 1956. 
Ref.: (a) US GAO Reg Aud Off Itr RSH-FO, Dal/A of 5 Apr 1956 to F. M Lucas 

ONR Res Rep Austin 
From: Commanding Officer. 

To: United States General Accounting Office, Regional Audit Office, Dallas. 
Attn.: H. P. Batchelder, Regional Audit Manager. 
Subj.: Property Accountability at the University of Texas. 

1. By reference (a) this office was requested to supply certain information and 
comment on the feasibility of designating a single service property administrator 
for all Government-owned property held by the contractor under Department of 
Defense contracts. 

2. Because there is a single service property administrator at the University of 
Illinois who has the same title as this office, that is, ONR Resident Representative, 
we are referring the answer to this particular part of vour letter to Mr. John O. 
Richardson, head, Contract Administration Department, Office of Naval Research, 
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Chicago, who has been supervising the operation at the University of Illinois for 
the past three years. 

3. Five questions have been asked in reference (a) and the following answers 
are supplied in the same order as the questions: 

(1) Type of reports or documentary evidence received from the contractor 
upon his acquisition or disposition of Government furnished and contractor 
acquired property. 

a. Acquisitions: Upon acquisition of Government-furnished equipment the 
contractor signs a copy of the Government shipping order showing date material 
received, or if shipment order is not received a copy of the contractor’s shipping/ 
receiving receipt form is forwarded to this office. 

On contractor purchased items a receipt is not furnished as soon as the item 
is received in the laboratory. However, in due course of time, for items which 
the Navy classifies as plant property a Form NavSandA 278, enclosure (1), is 
prepared by the contractor and forwarded to this office, or a Record of and Receipt 
for Government Owned Equipment, enclosure (2), is furnished to this office from 
which the Form 278 is prepared. 

A tickler is carried on purchased items appearing on the Vqucher Form 1035 
which the contractor submits for reimbursement until a record is processed. 

All items of a capital nature but not exceeding $100 in cost are only accounted 
for in an annual inventory. 

b. Dispositions: When a Government-owned item is forwarded from the 
University of Texas a receipted copy of the Shipment Order covering the transfer 
is obtained from the consignee. This is also true of items purchased under the 
contract since they become Government-owned items and their later transfers 
are covered by Shipment Orders. 

(2) We maintain property record cards as discussed above, and a copy is furn- 
ished as enclosure (1) for your review. 

(3) Dollar controls are maintained over Government-owned property in the 
custody of the contractor. However, we do not maintain individual records of 
capital items costing less than $100. Inventories for these particular items are 
furnished annually by inventory listings. Voucher record Forms 1035a are also 
available for review at all times and these forms usually contain listings of in- 
dividual purchases. 

(4) It is required that a usage check be made of all property on a six-month 
basis. At the time of the usage check the contractor’s property management and 
control procedures are usually reviewed. 

(5) The following is a listing by individual contracts of the approximate num- 
ber and dollar value of Government-owned property in the custody of the Uni- 
versity of Texas: 








Nonr-114200 BOD knaneons 


| i 1] | j 
Contract No. | Number | Total value \| Contract No. | Number |Total value 

of cards | 1} | of cards 
Nonr-37501. 5 219 | $205, 970. 06 ! Nonr-143600............-...| 2 | $350. 00 
Nonr-37502- ie 7] 1, 735. 53 || Nonr-163300__-___.---- | 12 | 370. 93 
Nonr-37504- : 3 | 946.72 || Nonr-177001__-____- SAPARISE C8 Sah ine 
Nonr-37505. Ste | 12 | 3, 231. 58 || N Obsr-52267-.......... — 177 70, 500. 74 
Nonr-37506- ort’ 2 | 535.03 || NObsr-63052. . . .. vandal 13} 7, 718.12 
Nonr-87507......-.......- 1 290. 50 || NObsr-64126.______. a 9| 5,514.28 
Nonr-37508 || NObs-66932 5 a i 

| 


MeL «xcs 6. 6c thc bis wee 
| | 


1 These figures do not include a considerable amount of technical gear on loan from various bureaus of 
the Navy Department which has not as yet been entered into plant account. 


Francis M. Lucas, 
ONR Resident Representative 
(By direction.) 
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APPENDIX F 


DEPARTMENT OF THE Navy, 
AssIsTANT INSPECTOR OF NAVAL MATERIAL, 
ORDNANCE ABROpHyYsICcS LABORATORY, 
Daingerfield, Tex., April 20, 1956. 
From: Assistant Inspector of Naval Material, Daingerfield. 
To: United States General, Accounting Office,: Regional Audit Office, 1114 Com- 
merce Street, Dallas 2, Tex. 
Subject: Property accountability at the University of Texas. 
Reference: (a) U. 8S. GAO, Dallas, Texas ltr RSH:FO, Dal/A of 5 Apr 1956 
to AInsMat, Daingerfield. 


1. In accordance with the request of reference (a), the following comments 
are offered re the feasibility of designating a single service property administrator 
for all Government-owned property at the University of Texas. This is a subject 
that has been given mature consideration by this office over an extended period 
of time. This office has security cognizance of the entire University of Texas, 
including all Army, Navy, and Air Force contracts. Inasmuch as this worked 
very efficiently and smoothly, we examined the possibility of applying this single 
service responsibility to all field actions for the control of Government property 
and because of certain apparent advantages of a single property administrator 
both from the standpoint of the Government and the university. After careful 
evaluation, however, it is shown that the disadvantages outweigh the advantages. 
Among the disadvantages establishing this conclusion are: 

a. Due to the type of contracts (research) at the University of Texas and the 
fact that equipment is continuously being modified and altered in various ways, 
it is felt that one property administrator would be unable to keep the many 
pieces of equipment properly identified as belonging to the owning Department 
(Army, Navy, and Air Force). 

b. As the Army, Navy, and Air Force each employ different methods and 
procedures for the accounting of Government-owned property held by con- 
tractors, it is believed almost impossible for a single service property adminis- 
trator to obtain all the correspondence, documents, changes, regulations, etc. 
from the various departments and bureaus necessary for the proper and effective 
accounting of Government property. 

c. Designating a single service property administrator for all Government- 
owned property would pose the following problems: 

(1) The property administrator would be the authorized representative and 
responsible to approximately six different contract administrators from the 
various departments and bureaus. Example: A single Navy property adminis- 
trator representing and responsible to 2 Navy contract administrators, 2 Army 
contract administrators, and 2 Air Force contract administrators. 

(2) The property administrator would require copies of all contracts and 
correspondence relating to all contracts such as changes, amendments, shipping 
documents, receiving documents, public vouchers, ete., from the Army, the 
Navy, and the Air Force and the various bureaus of each. 

(3) The property administrator would require copies of all directives, instruc- 
tions, regulations, etc., pertaining to property accountability from the three 
departments in addition to the various bureaus of each department. 

2. In view of the above, it is believed that each department is best qualified to 
properly exercise the functions of property administration in accordance with 
procedural regulations issued by their respective offices. 

3. In regard to property records, the following information is furnished as 
requested by reference (a). 

(1) Upon receipt of Government-furnished or contractor-acquired property, 
contractor forwards to this office copies of receiving reports and property record 
cards where applicable. GBL’s covering incoming shipments of government- 
furnished equipment are signed at this office and a copy retained in the files. 
Upon disposing of Government-furnished or contractor-acquired property, con- 
tractor forwards to this office copies of shipping memos, disposition property 
record cards and receipt/expenditure invoices where applicable. GBL’s for 
Cutgoing shipments are prepared and issued by this office and copies retained in 

les. 

(2) Property record cards plus copies of all shipping papers and receiving 
reports are maintained in this office on all class 1, class 2, and class 3 Government- 
owned property in the custody of the contractor. No property record cards are 
maintained on minor property; however, inventories of all minor property are 
taken periodically and listings forwarded to this office. 











DUPLICATION OF EFFORT IN ACCOUNTING 19 


(3) Value of each item of accountable property is recorded on property record 
cards and changed accordingly if the item of property is altered in any manner. 
Approval of this office is obtained prior to the purchase of any item of industrial 
facility. The approvals are verified prior to approving public vouchers on which 
these charges appear. Monthly financial statements and public vouchers show 
the dollar value expended for contractor-aequired property. Monthly summaries 
pr oN to this office show the dollar value of Government-furnished property 
received. 

(4) A general survey of contractor’s property management and control pro- 
cedures are made on each visit to the Defense Research Laboratory and the 
Electrical Engineering Research Laboratory by property administrator (approxi- 
mately once per month). A more detailed survey and inspection of equipment is 
made every 6 months by property administrator with a report to the contract 
administrator of the findings and recommendations. 

(5) Total dollar value and approximate number of items of Government-owned 
property in custody of contractor as of December 31, 1955, is as follows: 


Items Value 








Contract NOrd(F)-1437: Class 2 property........-.-...---.--.-----+-.-----.--.-.- 2 | $47, 431. 83 


Contract N Ord-9195: 
Class 2 and 3 property___ ___- 


bo cecudwcadasuetan eae neeases 710 | 409, 566. 46 
Minor property 


Ba ee ee asin citaasce debe dlaraiens sg eae 967 | 48,347.04 








ORE Ft Mo Shinn gonna }ts<nanconcsdignsnenusecshenn eed 1, 677 457, 914. 40 
Contract N Ord-10639: 
CD DP BOING His id d Ln 5 evbivd cp via canhGdenerienrethenpea ean agen se 202 75, 841. 97 
PEDROE DIODOTET.. 5 ooo nn pace cana ieealeaee 5a theca ctns deleaes iain ie tisd alec aie 326 15, 344. 29 
Tate NOPE ROG. ais node ts Leenks: wih 528 91, 186. 26 


4. If this office can be of further assistance, please advise. 
Tuomas K. Ewan. 





Exuisit F 


CoMPTROLLER GENERAL OF THE UNITED STATES, 

Washington, May 31, 1957. 

The Honorable SEcRETARY OF DEFENSE. 
Dear Mr. Secretary: We have previously submitted to the Assistant Secre- 


tary of Defense (Comptroller) reports on reviews of Government-owned property 
in possession of the following contractors: 


Date sub- File No. 
mitted 


Sperry Gyroscope Co., Great Neck, N. Y ; Jan. 6,1955 | B-118631 


American Bosch Arma C orp., = ig on Garden City, N. Y____------- July 12,1955 | B—118633 


Columbia University, New York, pens lect ees Feb. 29, 1956 | B-118684 
The California Institute of oekaniee, Pasadena, CMe eae .| May 8, 1956 | B-118689 
‘Ter Universieg of Terms, Auste, Testo... in heen ee Oct. 9,1956 | B-118704 


We believe that these reports demonstrate a lack of coordination among the 
various military services administering Government property in the possession 
of contractors. Our reviews indicated that this lack of coordination resulted 
in increased cost to the Government from duplication of recordkeeping and other 
property-administration functions. Further, administration and control of 
Government-owned property by both the Government and the contractor are 
adversely affected by division of responsibility for administration among several 
Government agencies at a single location. 

A reply to the reports on reviews of property in possession of Sperry Gyroscope 
Co. and American Bosch Arma Corp., dated February 17, 1956, and a reply to 
the report on the administration of property in possession of Columbia University, 
dated April 3, 1956, have been received from your office. Copies of the replies 


20 DUPLICATION OF EFFORT IN ACCOUNTING 


are attached to this letter. No replies have been received on our reports on 
property administration at the California Institute of Technology and the Uni- 
versity of Texas. 

According to the comments dated February 17, 1956, our reports on Sperry 
Gyroscope Co. and American Bosch Arma Corp. were helpful in obtaining agree- 
ment in the Department of Defense on improvements to strengthen single-service 
property administration. Further, the comments dated April 3, 1956, received 
on the Columbia University report, indicated that our report had been brought 
to the attention of the Assistant Secretaries of the military services with the 
suggestion that action be taken to assign a single property administrator at 
Columbia University. 

Subsequent to submission of our reports on Sperry Gyroscope Co. and American 
Bosch Arma Corp. to the Department of Defense, the Armed Services Procure- 
ment Regulation (ASPR), appendix B, paragraph 202 (b), was revised to read: 

“It is the Department of Defense policy to encourage single property adminis- 
tration at each industrial facility. Consequently, when a contractor is engaged 
in the performance of contracts for more than one procuring activity, a sinele 
property administrator shall be designated for all contracts if mutually agreeable to 
the procuring activities concerned.” [Emphasis supplied.] 

Prior to revision, the same paragraph of ASPR read: 

“When a contractor is engaged simultaneously in the performance of contracts 
for more than one procuring activity, one property administrator may be desig- 
nated for all contracts upon mutual agreement of the procuring activities con- 
cerned.”’ [Emphasis supplied.] 

The related portion of ASPR applicable to Government property in possession 
of nonprofit research and development contractors (appendix C) has not been 
revised and is worded identically with the superseded provision of appendix B. 

In January 1957, we reviewed again the property accountability procedures at 
all of these locations and found that little or no actual corrective action had been 
taken since our previous visits. It appears therefore that, although the Depart- 
ment of Defense agrees in principle with our recommendation that duplication of 
effort and complicated and dissimilar accounting methods for Government prop- 
erty at these locations be eliminated, effective action has not vet been taken. 

We recommend that the Department of Defense and the individual military 
departments take immediate steps to realize the economies which could be ex- 
pected to result from coordination among the various military services in the ad- 
ministration of Government property in the possession of contractors. 

In view of the extended period over which this problem has been reported to 
your Department and the lack of effective action to remedy the deficiencies re- 
ported, we are calling your attention to the situation. We would appreciate 
your prompt review of this matter and advice as to action to be taken. 

Sincerely yours, 
JosErpH CAMPBELL, 
Comptroller General of the United States. 


OFFICE OF THE AssISTANT SECRETARY OF DEFENSE, 
Washington, D. C., February 17, 19586. 
Mr. E. H. Morsg, Jr., 
Director of Audits, 
General Accounting Office. 

Dear Mr. Morse: This is to acknowledge your report on accounting for 
Government property at American Bosch Arma Corp., Garden City, N. Y. 
This report and the one on Sperry Gyroscope Co. were helpful in obtaining 
agreement in the Department of Defense on improvements to strengthen single 
property administration. The policy will be published shortly. 

Representatives of my staff visited the Sperry Gyroscope Co. after receiving 
your report and learned that the company had been required to prepare some 
30,000 individual property record cards for single iter transactions which could 
be replaced by maintenance of a properly referenced file of receipt and issue 
documents. As a result of studying this situation, we have issued a major 
procedural change authorizing the use of appropriately referenced documents 
for one time issues of Government property in possession of contractors and 
believe this will also reduce the costs of accounting for such pronerty. 

I understand that Mr. Crossman of my staff has furnished copies of the above 
approved regulations to members of your staff in conference and your representa- 
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tives have indicated satisfaction with the results and progress being made in 
this area. 
Yours truly, 
H. W. BorpNeErR, 
Deputy Comptroller for Accounting Policy. 





OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., April 3, 1956. 
Mr. E. H. Morss, Jr., 


Director of Audits, 
General Accounting Office. 

Dear Mr. Morse: There is attached a copy of the letter forwarded to the 
Assistant Secretaries (FM) of the military departments requesting them to assign 
a single property administrator at Columbia University as indicated in your 
audit report dated February 29, 1956. 

As soon as action has been completed on this matter, I will advise you. 

Sincerely, 
H. W. BorpneEr, 
Deputy Comptroller for Accounting Policy. 





OFFICE OF THE AssISTANT SECRETARY OF DEFENSE (COMPTROLLER), 
Washington, D. C., April 2, 1956. 
Memorandum for— 
The Assistant Secretary of the Army (FM). 
The Assistant Secretary of the Navy (FM). 
The Assistant Secretary of the Air Force (FM). 
Subject: Report on review of the administration of Government-owned property 
in possession of Columbia University, New York, N. Y. 

The subject audit report prepared by the General Accounting Office discloses 
that there are 7 property administrators (5 representing various technical services 
of the Army, | for the Navy, and 1 for the Air Force assigned to the university). 
Each administrator is responsible for accounting and control over the property 
furnished by his agency in accordance with differing departmental procedures. 
As a result, there appears to be unnecessary duplication of effort and control as 
well as complicated and dissimilar accounting methods for this property. 

I feel certain you will wish to cooperate with the other Assistant Secretaries in 
establishing one property administrator of this account by assigning all property 
administration to the department which has provided the most Government- 
owned property. 

Mr. Pike concurs in this request. 

Mr. Marshall Crossman (room 3C871, extension 73730) has been designated to 
provide any assistance from my office you may wish. 

I will appreciate your reply as to the action taken as soon as possible. 

W. J. McNEI. 








Exursit G 


ASSISTANT SECRETARY OF DEFENSE, SUPPLY AND LOGISTICs, 
Washington, D. C., June 28, 1957. 
The honorable the CompTRoLLER GENERAL OF THE UNITED STATES. 


Dear Mr. CompTroLLteR GENERAL: Your letter of May 31, 1957 (B—118631), 
addressed to the Secretary of Defense concerning the assignment of “single 
property administrators”’ has been referred to this office for reply. 

Please be advised that this subject matter is and has been under study for 
some time jointly between my office and the Office of the Assistant Secretary of 
Defense (Comptroller). Each of the individual reports listed in your letter has 
been previously referred to the military departments with the request that 
‘single property administration” be established wherever feasible. In addition, 
as you noted, the Armed Services Procurement Regulation has been amended to 
encourage joint departmental effort. However, because each of the military 
departments effects internal controls somewhat differently, the procedures for 
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administering and controlling Government-owned industrial property vary to 
such an extent that the departments have not yet considered single property 
administration to be fully practical in the cases cited. 

Nevertheless, the Armed Services Procurement Regulation Committee is being 
asked to establish a competent task group to make an objeetive review of all 
facets of the administration of property in the possession of contractors to deter- 
mine how and to what extent duplication in administration can be eliminated 
and simplification and uniformity of procedures achieved. 

We shall be pleased to inform your office of the results of such study. 

Sincerely yours, 
Perkins McGuIre, 
Assistant Secretary of Defense 
(Supply and Logistics). 


O 





